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Abstract 
Contextualization or frame of reference (FOR, Schimt, Ryan, Stierwalt, & Powell, 1995) is usually considered through the lens of 
predictive validity. By using the BCG (1965) equation, the present study investigates also the financial estimates that often are 
overviewed by decision makers. Two selection procedures were obtained by contextualization of the personality inventory and 
used to hire 36 individuals in an entry-level position. Results indicated that contextualization added a greater incremental validity 
in selection model that associated to financial incomes up to 56700 euro/per year.  
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1. Introduction and theoretical perspectives 
A good selection system means a more practical utility for organization (Boudreau & Ramstad, 2003) since it 
allows employing more productive employees (Schmidt & Hunter, 1998) and to avoid hiring false positive (Taylor 
& Russell, 1939). Failure in selection usually goes to extra costs due to either an extension of the selection (until the 
right candidates are employed) or more training, qualification and supervision of the acquired workforce 
(Edenborough, 2005). That’s why organizations spend more money on selection than on any other human resources 
activity (Schmitt & Chan, 1998).  
Since the quality of the selection procedure is judged primary by its predictive power (Diekmann & König, in 
press), the main purpose of an assessment method (e.g., personality inventory) is to predict future job performance 
(Schmidt & Hunter, 1998), predictive validity coefficient being directly proportional to practical economic value 
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(utility) of the assessment method (idem, p. 262). That means organizations may estimate the value of the selection 
program (Cascio, 1991) and this value may be expressed in monetary units (Boudreau, 1991). Several models has 
been developed to translate in money the value of the selection program (see Cabrera & Raju, 2000), grounding the 
possibility “to transform selection decisions from at best a discussion of correlation coefficients to the type of 
professional financial decision-making traditionally associated with other areas of resource utilization in companies” 
(Mabon, 1994, p. 26). Out of these, Brogden-Cronbach-Gleser model (BCG, 1965) is the most known for financial 
conversion and it can be summarized in the following equation: 
   NCrSDNu sxxys  ' 8 P
In this equation, 8SD is  standard  deviation  of  job  performance  that  varies  by  job  level  (Hunter,  Schmidt  &  
Judiesch, 1990), r is the validity coefficient between predictor and criterion, sxP is the standard score of predictor, 
N represents the total number of applicants and C the total cost per applicant. These are also key variables for the 
utility model that each of them may influence the utility of selection (see Cabrera & Raju, 2000). While “no other 
characteristic of a personnel measure is as important as predictive validity” (Schmidt & Hunter, 1998, p. 263), the 
most difficult to estimate is 8SD or “how much the workers’ work varies in value. 8SD is a vital term in the 
equation for estimating the return on a selection programme. The smaller 8SD is, the less point there is putting a lot 
of effort and expense into selecting staff because there is less difference in value between good and poor staff (Cook, 
2009, p. 285). 
Contextualization is a procedure aimed to enhance predictive validity of a personality inventory in the context of 
selection (see Bing, Whanger, Davison & VanHook., 2004; Schmit, Ryan, Stierwalt, & Powell, 1995) by offering 
applicants a common single context to refer to when fill in a personality inventory. Schmit et al., (1995) described it 
as a frame of reference effect, suggesting that a contextualized (“school specific”) Conscientiousness scale from 
NEO-PI-R (Costa & McCrae, 1992) has a greater validity (r = .46, p < .01) than the general one (r = .25, p < .01), 
conditions for administering being manipulated too. Usually, in the broad, non contextualized use of personality 
measure, coefficients of validity are quite low” with a mean of .09 (Guion & Gottier, 1965) or .13 (Barrick & Mount, 
1991), while in contextualized inventories it goes to .24 with a ranged between .14 and .30 (Shaffer & Postlethwaite, 
2012). Hunthausen, Truxillo, Bauer & Hammer (2003) reported incremental validity over cognitive ability for 
contextualized personality inventory ('R2= .16, F(3, 97) = 7.08, p < .01), while noncontextualized personality 
inventory did not ('R2 = .05, F(3, 94) = 1.75, ns).
2. The design of the research 
Present study examines the effect that contextualization of the personality inventory has upon the selection 
procedure from the perspective of utility analysis (financial estimations). Basically, through contextualization, we 
obtain two selection systems that we compare. From the utility analysis (UA) point of view, all variables are fixed 
but validity, thus the main hypotheses are: 1) contextualization of personality inventory resides in a greater validity 
of the selection procedure than the one using noncontextualized personality inventory; 2) selection procedure that 
contains a contextualized personality measure will have a larger utility (financial estimates) than the one that did 
not, when all variables of UA are fixed but validity.  
Two selection procedures were designed in order to select personnel for an entry level position within a financial 
consultancy firm. In both, testing was a base for the employment decision and the single difference between them 
was in contextualizing the personality inventory (Big Five©plus inventory, 240-Item Version; Constantin et al., 
2008).  A  contextualization  format  was  obtained  by  adding  “at  work”  either  at  the  end  or  beginning  of  the  item  
(example “When going to parties at work a) I try to discuss with strangers; b) I prefer to stay among friends”). 
Besides it, the procedures consisted in a knowledge test (developed in house in order to assess financial and 
accounting knowledge) and a cognitive ability test (Raven Advanced Progressive Matrices, Raven, Raven & Court, 
2003). The number of correct answers was used as indicator in both knowledge and cognitive ability tests. Both 
selection procedure were applied to the same applicant (it received both formats of personality inventory) and 36 
candidates  were  employed  within  1  year  period.  After  six  month  of  employment,  data  on  job  performance  was  
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obtained through supervisory ratings. This allowed us to compute the validity coefficient of the selection 
procedures. Other data, necessary for BCG equation have been prepared meanwhile.  
3. Results 
To determine the validity of each selection procedure, hierarchical regression analyses were used. The entry of 
predictors was based on specific literature (Schmidt & Hunter, 1998): cognitive ability, job knowledge and 
personality dimensions. Initially, due to sample size (N = 36), all predictors were included in the analyses. Then, 
those who showed no utility had been eliminated and procedure was ran again (Popa, 2010).  
For both selection procedures, personality seen at Big Five dimensions level brought no incremental validity in 
the model, although contextualized Agreeability scale showed a validity coefficient of  -.37 (p = .026). Concern with 
the appropriate level of analyses (Barrick & Mount, 2003), narrow dimensions have been included in regression (see 
table 1). Anger was the only sub-dimension that accounted for incremental validity when the personality inventory 
was noncontexualized, conducting to the conclusion that the best predictor model in this situation was the one that 
includes personality variables (R2 = .442, F(1,32) = 5.335, p = .028). When contextualized, Anger, Trust and 
Emotionality proved incremental validity over cognitive ability and job knowledge, suggesting that the third model 
as being the best combination of predictors (R2 = .617, F(3,30) = 7.010, p = .001).  
Table 1. Hierarchical Regression of Cognitive Ability, Test Knowledge and Personality Sub-dimensions 
Non altered personality inventory format FOR personality inventory format 
Variables R2 'R2 E R2 'R2 E
Step 1 .177 .177 .177 .177 
Cognitive ability .421* .421* 
Step 2 .349 .171 .349 .171 
Cognitive ability .370* .370* 
Knowledge test .417** .417** 
Step 3 .442 .093 .617 .268 
Cognitive ability .360* .309* 
Knowledge test .398** .294* 
Anger .306* .368** 
Trust  -.371** 
Emotionality -.295* 
Note: *p < .05; **p < .01
In calculating 8SD we preferred using the Hunter & Schmidt (1982) formula that states that 8SD varies 
between 40% and 70% of mean salary. In terms of job performance, it suggests a difference of 2 JSD between a 
good performer and a weaker one, as they are each one at one 8SD from the average. In a rule thumb (Cook, 2009), 
this difference translates in one salary paid for the job. To illustration and due to confidentiality we considered the 
monthly amount paid by the organization for the job equal to 750 euro (9000 euro per year). Selection ratio was 
calculated at 15% meaning that for 1 hired candidate we needed to screen around 7 applicants. The low ratio was 
due to the high cut-off set for the knowledge test and in one part influenced the quality of selection and in other part 
affected the associated costs. Costs were estimated based on averaged cost per applicant combining recruitment and 
selection expenses (BCG, 1965), although there are authors who recommend calculating them separately (see Martin 
& Raju, 1992). Cost of advertising, phones, tests (licenses and prints), location and time of recruiters were taken into 
consideration resulting in an average cost per applicant of 80 euro. Standard score of predictor was 1 SD above the 
mean, so its value is one. All these data inserted in BCG formula resulted in: 
x 1* 9000 * .442 * 1 – 7*80 = 3978 - 560 = 3418 euro in case of selection procedure that comprised 
noncontextualized personality inventory; 
x 1* 9000 * .617 * 1 – 7*80 = 5553 – 560 = 4993 euro in case of selection procedure that comprised contextualized 
personality inventory;  
x The financial gain for selection procedure that calls for specificity in assessing personality equaled to 1575 euro 
per year per employee. This means a total financial gain of 36 * 1575 = 56700 euro per all employees hired 
through second selection procedure. 
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4. Conclusion 
Personality cannot be removed out of the selection procedure as this study proves the incremental validity 
brought in both contextualized and noncontextualized application ('R2 = .268, F(3,30) = 7.010, p = .001, respective 
'R2 = .093, F(1,32) = 5.335, p = .028). In practice, it is evidence that employers make a call to personality in 
personnel selection (Ryan, McFarland, Baron, & Page, 1999). In an attempt to unify practice and theory, the focus is 
moved from if personality is a useful predictor to how we can measure best personality (Morgeson, Campion, 
Dipboye, Hollenbeck, Murphy, & Schmitt 2007). Contextualization is one answer (see Sackett & Lievens, 2008), 
and is at hand for practitioners. Although a small increase in validity was obtained, our results sustain this direction 
and they should be interpreted in the light of conditions the research had been conducted. The number of 
participants is quite reduced (N = 36) and performance evaluation was conducted in the transitional phase of the job, 
personality being a more powerful predictor in the maintenance phase (Chamorro-Premuzic & Furnham, 2010).  
Using the same methods of selection in a “smarter” way suggested higher financial estimates that may facilitate 
the management acceptance of a selection procedure by changing perspective from costs to gains. Costs may play an 
important part, taking face of predictor’s validity, because they are “experienced much earlier than the gains” 
(Konig, et al., 2010, p. 20), but this way the balance is tilted again. Further analysis suggests that because of 
personality, UA should be adjusted by length of time the employee spends within the organization as it was proved 
that Consciousness is related to switching organizations (see Vinson, Connelly & Ones, 2007).  
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